The opportunity cost of engaging in reduced-impact logging to conserve the orangutan: a case study of the management of Deramakot Forest Reserve, Sabah, Malaysia by Nantha, Hemanath Swarna & Tisdell, Clem
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
ISSN 1327-8231 
 
Working Paper No. 194 
 
The Opportunity Cost of Engaging in Reduced-
Impact Logging to Conserve the Orangutan: A 
Case Study of the Management of Deramakot 
Forest Reserve, Sabah, Malaysia 
 
by 
 
Hemanath Swarna Nantha and Clem Tisdell 
 
May 2014 
 
 
ECONOMICS, ECOLOGY AND 
THE ENVIRONMENT 
THE UNIVERSITY OF QUEENSLAND 
 
 
ISSN 1327-8231 
WORKING PAPERS ON 
ECONOMICS, ECOLOGY AND THE ENVIRONMENT 
 
 
 
 
 
 
Working Paper No. 194 
 
The Opportunity Cost of Engaging in Reduced-Impact Logging 
to Conserve the Orangutan: A Case Study of the Management 
of Deramakot Forest 
 
by 
 
Hemanath Swarna Nantha and Clem Tisdell1 
 
May 2014 
 
 
© All rights reserved 
 
  
                                                          
1 School of Economics, The University of Queensland,St. Lucia Campus,  Brisbane QLD 4072, Australia 
Email: hswarn@gmail.com 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The Economics, Environment and Ecology set of working papers addresses issues involving 
environmental and ecological economics. It was preceded by a similar set of papers on 
Biodiversity Conservation and for a time, there was also a parallel series on Animal Health 
Economics, both of which were related to projects funded by ACIAR, the Australian Centre for 
International Agricultural Research. Working papers in Economics, Environment and Ecology 
are produced in the School of Economics at The University of Queensland and since 2011, 
have become associated with the Risk and Sustainable Management Group in this school. 
 
Production of the Economics Ecology and Environment series and two additional sets were 
initiated by Professor Clem Tisdell. The other two sets are Economic Theory, Applications and 
Issues and Social Economics, Policy and Development. A full list of all papers in each set can 
be accessed at the following website: 
http://www.uq.edu.au/economics/PDF/staff/Clem_Tisdell_WorkingPapers.pdf 
 
For further information about the above, contact Clem Tisdell, Email: 
c.tisdell@economics.uq.edu.au 
 
In addition, the following working papers are produced with the Risk and Sustainable 
Management Group and are available at the website indicated. Murray-Darling Basin Program, 
Risk and Uncertainty Program, Australian Public Policy Program, Climate Change 
Program:http://www.uq.edu.au/rsmg/working-papers-rsmg 
 
For further information about these papers, contact Professor John Quiggin, Email: 
j.quiggin@uq.edu.au 
1 
 
The Opportunity Cost of Engaging in Reduced-Impact Logging to Conserve 
the Orangutan: A Case Study of the Management of Deramakot Forest 
Reserve, Sabah, Malaysia 
 
ABSTRACT 
 
Managing the forested landscape in Malaysia and Indonesia for timber extraction while also 
conserving the endangered orangutan that inhabit some of the remaining forests in this region is 
a challenge. Heavy logging is a common feature of the Indonesian and Malaysian timber 
industries. It is profitable but detrimental to the survival of this primate species. A type of 
logging which appears to be compatible with maintaining orangutans in the forested landscape is 
light logging. It involves extracting fewer logs and ensures that the logged area is minimally 
damaged. However, switching to a light logging regime involves a financial opportunity cost, a 
cost which is an obstacle to the widespread adoption of this type of logging by businesses and 
the state. This paper reviews the case study of a unique light logging experiment conducted in 
the Deramakot Forest Reserve, in one of the orangutan’s strongholds, the Malaysian state of 
Sabah. The Deramakot experiment claims to generate revenue from low-impact logging while 
also sustaining its population of orangutans. Here, we survey the importance of the timber 
industry to Sabah, the profitability of the Deramakot scheme, the orangutan conservation aspect 
of this scheme, and the influence of the politico-bureaucratic factor or public economicson 
sustaining the domestic light-logging agenda. Then, this paper attempts to answer the question of 
whether economic returns could be balanced with orangutan conservation given the light and 
heavy logging regimes, bearing in mind the opportunity costs associated with these. More 
specifically, using the data that has been made available from the Deramakot case study, this 
paperemploys a mathematical model to analyse whether the foregone profits of pursuing light 
logging is higher than setting aside strict protected areas while more intense logging the 
remaining forests, subject to the goal of maintaining a desired orangutan population size. The 
results reveal that, under certain conditions, the option of conserving the orangutan under mainly 
light logging is economically more attractive for a scenario involving Sabahan forests than the 
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option of strictly protecting orangutan habitats and heavily logging the forests without significant 
orangutan populations. This finding contributes to the question asked by conservationists of how 
forests should be partitioned to satisfy both economic and conservation needs. 
JEL Classifications: H00, Q23, Q57 
Keywords: Biodiversity conservation, government, orangutan (Pongo pygmaeus spp.), 
opportunity cost, sustainable logging, timber. 
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The Opportunity Cost of Engaging in Reduced-Impact Logging to Conserve 
the Orangutan: A Case Study of the Management of Deramakot Forest 
Reserve, Sabah, Malaysia 
 
1. Introduction 
The production of palm oil in Malaysia and Indonesia has involved the conversion of vast areas 
of tropical forests in these countries into oil-palm cropland (Lee et al., 2014, pp. 25-26). This 
agricultural land-use change has impacted the region’s biodiversity (Fitzherbert et al., 2008). A 
prominent wildlife species that is being threatened by this process is the orangutan (Pongo 
pygmaeus spp.), Asia’s only great ape species, which is reliant on natural-forest cover for its 
long-term survival.  However, the other major factor causing the decline of the orangutan’s 
natural habitat is intensive timber extraction. This matter has received less attention with the rise 
of the oil-palm threat, but is important to address: it has been argued that more orangutans occur 
in natural forests that are exploited for timber than in areas targeted for other land uses 
(Ancrenaz et al., 2010, p. 1; Wich et al., 2012, p. 7).  
While heavy logging is detrimental to this primate, evidence seems to indicate that low-impact 
and sustainably logged forests can accommodate the survival of orangutans in situ. In other 
words, the extraction of commercially-valuable timber from tropical forests for revenue is 
possible without being entirely antagonistic to the survival of orangutan populations, at least in 
the short- to medium-term (Ancrenaz et al., 2010; Knop et al., 2004; Marshall et al., 2006). This 
occurs if suitable forest structure and food plants (e.g., figs and lianas) are retained following 
logging (Ancrenaz et al., 2010, p. 7; Hardus et al., 2012; Knop, et al., 2004), something not 
possible under plantation agriculture.1 To an extent, therefore, logging is seen as a promising 
                                                          
1 Agroforestry in cash crop production, such as for oil palm, has been considered for retaining biodiversity in an 
agricultural matrix (Bhagwat and Willis, 2009) but it is unlikely to be adopted at scales approaching that of standard 
monoculture production due to the costs involved in changing established practices, reductions in profits per unit 
area, and intrusion into and disturbances to production from wildlife such as orangutans. But keeping forests for 
natural timber production protects against outright forest losses. In one Bornean timber concession, forest loss was 
reported to be below 0.1% per year compared to the Kalimantan average of 2.0%, implying that well-managed 
timber concessions can protect biodiversity better than some poorly-enforced protected areas (Meijaard and Sheil, 
2007). 
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economic–conservation compromise as far as the orangutan is concerned. 
Adjusting logging intensity, i.e., the number of trees harvested per unit area, between what can 
be regarded as light or moderate and the more conventional type of intensive logging, extending 
the duration of logging rotations to facilitate forest regeneration, and selecting where logging is 
to be carried out where the orangutan is distributed, are key variables, and alters the numbers and 
densities of orangutans and therefore the probabilities of their survival. Field studies suggest that 
it may be possible to select timber harvesting levels that corresponds to reasonably safe margins 
for maintaining orangutan populations in an area.  
Orangutan density data in relation to experimental, reduced-impact logging (RIL) carried out at 
the Deramakot Forest Reserve in the Malaysian state of Sabah, where a sizeable orangutan 
population is found, seems to attest to this (Mannan et al., 2003; Lagan et al., 2007; Mannan et 
al., 2008). This project is directly managed by the Sabah government (Ong et al., 2013, p. 2) and 
is carried out as part of Sabah’s plan to extend sustainable forest management (SFM) to its entire 
timber production forests. SFM is “an integrated management concept that aims at making a 
profit from timber production while maintaining environmental and social services”, and 
involves “(1) allocating an adequate area for conservation, (2) calculating annual allowable 
cutting (AAC) based on data of standing stock and prediction of growth of harvestable tree 
species, and (3) adopting reduced-impact logging (RIL) techniques” (Samejima et al., 2013, p. 
90). Under RIL, “all targeted trees to be harvested must be selected and mapped in advance, and 
an efficient layout of skid trails to minimize impacts is designed before the entry of tractors… 
target trees are cut down with a directional felling technique… and the criteria of FSC [Forest 
Stewardship Council] further require monitoring the post-performance of RIL” (Samejima et al., 
2013, p. 90). This is not to say that profitability and cost considerations are not important; they 
are. But unlike the Deramakot project which is state-run, the exercise of low-impact/low-
intensity logging would be more constraining on conventional loggers who measure returns 
against the higher benchmark of market rates of return. Thus while the management of tropical 
rainforests for multiple purposes (sustaining timber yields and conserving biodiversity and 
ecological processes, etc.) is an accepted ideal (Schanz, 2004), the overriding objective in forest 
utilisation in tropical countries such as Malaysia and Indonesia remains the generation of 
sufficient economic rent. How much a reduction light logging (i.e., logging that removes a 
relatively smaller volume of timber per unit area) implies in terms of profits compared to more 
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intensive conventional logging— this difference being the private opportunity cost— is a key 
factor that would influence whether or not there would be widespread adoption of low-impact 
logging practices and whether species like the orangutan will be kept in timber concessions. This 
is worth examining in detail especially since the intention is to successfully extend SFM to not 
only the larger landscape in Sabah, Malaysian Borneo, but it is the hope amongst 
conservationists to see it adopted across Borneo as a whole (Gaveau et al., 2013).2 Where many 
of the orangutan populations occur, “a logged forest in Borneo is better than none at all” 
(Meijaard and Sheil, 2007). 
In light of this, the goal of this paper is to analyse how economic returns could be balanced with 
orangutan conservation given the light and heavy logging regimes, and the opportunity costs 
associated with these. Since context is important in conservation and economic policy design, the 
paper starts by elucidating the Sabah state’s challenge in keeping itself fiscally afloat while 
sustaining its increasingly depleted forestry sector and also maintaining its environmentally-
friendly image, such as by sustaining its orangutan populations (Section 2). It then looks at how 
Sabah is hoping to extend the life of its forestry sector by introducing SFM, beginning with the 
Deramakot Forest Reserve project (Section 3). This section also looks at the status of the 
orangutan in Deramakot, including its density and population size. Next, the paper presents and 
discusses the profit figures of the Deramakot scheme (Section 4). Section 5 examines how RIL in 
Deramakot is balanced with orangutan conservation. Some possible shortcomings in the logging 
management plan (SFD, 2005) with regard to orangutan conservation are pointed out. The 
influence of the public economics factor, where politics and bureaucracy interfaces with 
economic planning, which is also important to whether forests are kept or not, is discussed in 
relation to Deramakot (Section 6). Section 7 analyses whether the opportunity cost (foregone 
profits) of pursuing light logging is higher than more intense logging, subject to the goal of 
maintaining a desired level of orangutan population. This hypothesis is tested for the case of 
Sabah using a general model developed by Tisdell (2012). The final section summarises and 
makes some concluding remarks. 
  
                                                          
2 But see Toh and Grace (2006) for a discussion on possible opposition to such a move in Sabah. 
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2. Sabah’s Forestry Sector and its Contribution to the State’s Economy 
The state of Sabah in Malaysia has 11,000 out of about 48,600 orangutans on the island of 
Borneo. More than 60% of the orangutans in Sabah occur within commercial production forests 
that have experienced repeated logging and which are still being actively logged (Ancrenaz et al., 
2005). Sabah is nonetheless considered a stronghold for the orangutans (Ancrenaz et al., 2005), 
not only because forest loss is less rapid than in Indonesian Borneo, but also because habitat loss 
is curbed by Sabah’s stated policy of keeping its 36,050-km2 forest area (47% of its land area) as 
permanent forest estates (PFEs). Of these, 26,659 km2 (74%) are classed as commercial forests 
for timber production (SFD, undated, a).3 These commercial forests are currently divided into 23 
Forest Management Units (FMUs), each with a mean area 1,000 km2 (Ong et al., 2013, p. 2), and 
of which the Deramakot Forest Reserve is a part (Forest Management Unit No. 19A). 
The timber industry contributes about 5% to Malaysia’s gross domestic output and provides jobs 
for about 337,000 people (or almost 3.4% of the country’s workforce) (JOANGOHutan, 2006, p. 
20). 4  Sabah, together with neighbouring Sarawak, are the major timber-producing states in 
Malaysia, and Sabah, which has a larger number of orangutan populations than Sarawak, has 
been one of the biggest international suppliers of quality tropical wood in the world market at 
least since the middle of the 20th century. By affirming that it intends to continue to preserve its 
natural forest estate, Sabah appears committed to maintaining the income and employment 
benefits flowing from this environmental resource base into the future as well as preserving other 
significant social benefits that may flow from it, such as the maintenance of ecological processes 
such as the hydrological system and tourism value. Preserving nature complements the state 
tourism ministry’s aim of doubling its tourism receipts in 2015 from the estimated RM4 billion 
for 2010 (Daily Express, 2009a). In comparison, Sabah exported in 2007 about 3.02 million m3of 
                                                          
3 The remainder of Sabah’s forest area is divided between the following classes: protection forests, domestic forests, 
amenity forests, mangrove forests, virgin jungle forests and wildlife reserves. A passage from McMorrow and Talip 
(2001) describes the effect of the gazetting of the PFEs (or sometimes referred to as Permanent Forest Reserves, or 
PFRs): “The introduction of legally constituted Forest Reserves under the Forest Enactment 1968 and 1984 [in 
Sabah] helped to limit conversion of forest to permanent agriculture to SL [state land] and alienated land, slowing 
the overall pace of forest loss since the mid-1980s. The loss of natural forest outside the PFR has been dramatic. 
Analysis of land use tables… shows that in 1973 natural forest cover was equally distributed between Forest 
Reserve (49%) and land outside PFRs (51%). By 1992 forest cover outside PFRs had fallen to 15%...”. 
4 However, whether this workforce is composed largely of locals or not is unclear. For instance, it is reported that 
about 60% of the workers working in Sarawak’s wood manufacturing sector were Indonesians (Dauvergne, 1997, p. 
119). 
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timber (logs, sawn timber, plywoods, veneer and mouldings), with a market value of RM3.4 
billion (MTC, undated, a).5 
Sabah’s forestry sector, however, has been declining. During the timber boom in the 1960s, 
wood was rapidly harvested in Sabah to cater chiefly to the Japanese market.6 According to Ross 
(2001, p. 87), “Sabah was the world’s second largest supplier of hardwood logs from 1959 to 
1990— second to the Philippines, then to Indonesia, and finally to its East Malaysian neighbour, 
Sarawak”. Sabah’s forests were logged unsustainably in response to the strong pressures from 
demand. Between 1975 and 1995, when Sabah’s timber exports to Japan peaked at between 6 
and almost 10 million m3 annually (JATAN, undated), logging was 3 to 10 times the sustainable 
level (Ross, 2001, in Vincent and Mohamed Ali, 2005, p. 374). During this two-decade period 
25,000 km2 of Sabah’s primary forests were lost (an average annual 1,250 km2) (Mannan and 
Awang, 1997). Another source states that by 1993, more than 2 million hectares (ha) of forests 
had been logged, leaving only 413,000 ha of primary forests in the stock of commercial forests 
(Dauvergne, 1997, p. 105). 
It has been claimed in numerous publications at various times that Sabah’s forests have become 
exhausted. For example, it is stated that “already by about 1980, virtually all of Sabah’s timber-
rich dipterocarp forests had been logged or were licensed for logging” (Vincent and Mohamed 
Ali, 2005, p. 374),7 but Dauverge (1997) states that from 1979 to 1988, Sabah continued to 
export “an annual average of around 9 million m3 of logs, worth more than U.S.$5.5 billion” (p. 
128; see also pp. 186-187 for year-by-year log output for Sabah and other Southeast Asian 
exporters). Although a (temporary) log ban was imposed in Sabah in 1993, ostensibly out of 
concern over timber depletion, this ban was not total. Rather, it was more of a reduction in 
                                                          
5 But it appears that the Sabah state government’s policy is to focus on palm oil production as its timber royalty 
dwindles (Insight Sabah, 2010). In 2008, for example, Sabah produced 5.9 million tonnes of oil palm with a market 
value of RM16.9 billion (an increase of more than RM4 billion from the previous year’s take due to record crude 
palm oil prices) (IDS, undated). 
6 The first significant exports of timber from Sabah commenced in the late 1800s when it was under British rule and 
known as North Borneo. Between 1913 and 1919, an average 35,000 m3 of wood were shipped overseas, mainly to 
Hong Kong (John, 1974). From 1924 to 1933, timber production in Sabah increased from 41,000 m3 to almost 
94,000 km3, and concurrently, there was a shift in the primary export destination, from Hong Kong, which 
accounted for almost 79% of Sabah’s timber exports in 1923, to rapidly industrialising Japan, which took 59% of 
Sabah’s wood exports by 1936 (John, 1974, p. 78). Timber exports exceeded 100,000 m3 with the approach of the 
1940s. 
7 The Sabah Timber Association chairperson, Andrew Tham, was quoted to have said, in 2002: “There is no timber 
left. We have overlogged... there is almost no supply now” and expressed doubt over whether the state’s target of 
collecting RM155mil from forest produce in 2002 could be met (see Sario, 2002). 
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production (Dauvergne, 1997, p. 118) or a “reality check” that resulted in a minor downward 
policy adjustment of the scale of logging and export. For instance, just prior to the ban, log 
production ran at an average 9.4 million m3 per year between 1990 and 1993. During the ban that 
lasted from 1994 and 1996, output averaged 7 million m3 annually (MTC, undated, b). 8 
Tachibana (2000b) also provides the following figures for Sabah: 8.4 million m3 in 1990 and 6.4 
million m3 in 1996. These figures do not reflect a drastic scaling-down that would be consistent 
with the repeated warnings of depletion. Log production after the ban was still considered above 
sustainable levels (Dauvergne, 1997, p. 118; Vincent and Mohamed Ali, 2005, p. 374). Statistics 
show that Sabah has been exporting between 3 and 3.5 million m3 timber annually between 1994 
and 1999, and 2.8 and 3.5 million m3 between 2000 and 2007 (MTC, undated, a).9 Elsewhere, it 
is reported that natural forest production (inclusive of logging residues) was 4.72 million m3 in 
2008 compared to 5.94 million m3 in 2007 (Daily Express, 2009b). 
The statistical data showing constant and fairly high rates of timber production appears to belie 
the various warnings and presumptions of a timber crash in Sabah. This could imply that either 
(i) the last remaining forest areas (including hill forests) in Sabah are now being liquidated (e.g., 
the Kuamut Forest Reserve within the Yayasan Sabah Foundation’s large timber holding; Marc 
Ancrenaz, pers. comm., 24 Nov 2008),10 or (ii) that official records fail to discriminate between 
logs taken from within Sabah and those illegally harvested in Kalimantan and smuggled into 
Sabah (Tacconi, 2007), or (iii) that industrial timber plantations set up in various parts of Sabah 
are taking up the slack from the shortfall in natural timber production.11 
In any case, the exact extent of depletion, geographically (i.e., which areas still have timber and 
which do not) and quantitatively (in terms of the remaining inventories of merchantable timber 
and as a percentage of past levels) are difficult to obtain and verify. But as the case is with 
                                                          
8 Although volume exported reduced to major importing countries like Japan, this export reduction led to large 
profits to the timber industry (as argued by Tachibana, 2000a). It was helped by the doubling of the price of sawn 
timber in the first four months of the ban (Dauvergne, 1997, p. 118). The government also made up for losses in 
export charges by raising fees for local processing (Dauvergne, 1997). 
9 These estimates omit chipwood production and are comprised of the main components of production, namely raw 
logs, sawn timber, plywood, veneer, moulding and blockboards. 
10 The Yayasan Sabah is a parastatal organization that was granted management rights over a forest concession 
located in the southeast portion of Sabah, measuring 10,000 km2 or almost 14% Sabah’s land area. It is one of the 
largest forest concessions in Southeast Asia (SEARRP, undated). 
11 There were about 2,056 km2 of forest plantation areas in Sabah at the end of 2006 that are planted with the exotic 
Acacia mangium species (SFD, undated, b). 
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information regarding the location oil-palm concessions and names of concessionaires in 
Indonesian Borneo, there appears to be a lack of transparency on exactly what and how much 
timber remains in Malaysian Borneo and where. 12 Still, it is important that these details be 
publicly known so that appropriate sustainable forestry policies and management plans could be 
developed. Moreover, as market demand for tropical timber remains high with the emergence of 
China and India as alternatives markets to the traditional Japanese, European and American 
markets (ITTO, 2006), tropical timber scarcity could put added pressure on the remaining 
Dipterocarp forests. The question this raises is whether sustainable forest management, which 
requires patience, meaning, longer rotation periods, and which earn smaller initial returns from 
lower logging intensities, can take root in a highly demand-driven and profit-maximising 
climate. Market pressures may also be motivating illegal logging, which is widespread in Borneo 
(Tacconi, 2007), and affects even professionally managed forest areas such as Sabah’s 
Deramakot Forest Reserve (Tay and Chong, 2005). Loggers may also be inclined to overcut their 
concessions in a pre-emptive move against such future risk when enforcement is lax. All this 
could precipitate the decline of suitable timber stands and jeopardise the establishment of 
sustainable forestry systems in the future that can act as an alternative to land uses involving 
forest clearance.  
The fiscal importance of the forestry sector to the state is also important in this regard. The 
contribution of forestry to Sabah’s state revenue can be indicative of the prospects of forestry in 
the state’s economic policy setting relative to other industries. From 1984 to 1989, forest revenue 
constituted, on average, 54% of total state revenue for Sabah. This declined to 42% between 
1990 and 1997, 28% between 1998 and 2000 and 20% between 2001 and 2008 (see Figure 1). 
More recently, it was reported that state revenue from timber has declined further, by “over 60% 
from RM 465 million in 2005 to RM 173 million in 2012” (Habu, 2013). 
                                                          
12 Or who exactly the concessionaires and logging operators are and whether they adhere to harvesting guidelines 
and offtake limits. Some detailed information about timber inventories is however publicly available for the 
Deramakot Forest Reserve (see SFD, 2005), but this is an exception rather than the rule. 
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Figure 1:  Sabah’s forest and state revenue, compared. Revenue is stated in Malaysian Ringgit 
(RM) (RM1 = US$0.30 in March 2010). Data was sourced from the 2007 and 2008 
annual reports of the Sabah Forestry Department (SFD, undated, c). These revenues 
are stated as current values. 
 
 
A structural break is evident from 2001 onwards. State revenue during this period appears to 
have decoupled from forest revenue. This could be a result of the state shifting away from its 
reliance on forestry for its earnings to other industries such as the oil palm agricultural sector; 
indeed, Sabah has now become the largest oil-palm producing state in Malaysia. Land was 
converted on a large scale to oil palm in the 1990s (Henson, 2005, p. 286). By 2002, palm oil had 
replaced timber as the largest source of Sabah’s export earnings.13 The higher market prices of 
palm oil and crude oil— Sabah is also a petroleum producer— may also have accentuated this 
                                                          
13According to the Sabah Chief Minister’s budget speech in October 2002, the state expected to earn for the year 
2003 about RM220 million in sales tax from crude palm oil production compared to RM164.21 million in timber 
royalties (down from an estimated RM208.72 million in 2002) (Sabah State Government, undated, a). In 2009, palm 
oil’s contribution to state revenue (RM708.75 million) had far surpassed timber revenue by several hundred million 
ringgits (Sabah State Government, undated, b). The receipt of petroleum royalties by Sabah, the other largest source 
of state revenue, was RM742 million for the same year. For 2010, palm oil receipts were expected to rise to RM820 
million while petroleum royalties would earn the state RM647 million. Royalties and fees on forest produce, in 
contrast, were expected to earn only RM65.79 million for 2010. 
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divide. The land-use policy question is whether state decision makers view it as economical, 
such as in terms of rent capture, to leave forests to regenerate for a future round of timber 
harvesting, or whether to allow the cultivation of this cash crop on arable forest lands to cash in 
on the oil palm boom. This indirectly has consequences on the state’s biodiversity and orangutan 
populations. 
Given that a substantial portion of Sabah is still under natural forest cover (according to the 
Sabah Land Classification Code not all forest lands are suitable for agricultural conversion; 
McMorrow and Talip, 2001) and since Sabah’s forest wildlife and environment is a tourism 
draw, the continued preservation of at least some amount of Sabah’s forest estate would make 
strategic and long-term economic sense. The Sabah government is also sensitive about negative 
publicity from environmental pressure groups. In view of all this and at least for the present, state 
policymakers appear to affirm the need to continue to manage Sabah’s forest cover for economic 
benefits as far as this is still possible (Mannan and Awang, 1997; Radin et al., 2008, p. 1).14 
3. SFM and Orangutans in Deramakot 
How then can forestry as a substantive industry and the conservation of wildlife species such as 
the orangutan be perpetuated in the light of possible timber depletion and the advent of oil-palm 
cultivation as a lucrative, alternative land-use option? A way forward that has been proposed by 
those with overlapping interests in forestry and forest conservation is the retention of remaining 
forests (Meijaard and Sheil, 2007; Berry et al., 2010) achieved through the widespread 
implementation of sustainable forest management (though there are different opinions about the 
technicalities of the timber production aspect; e.g., Sist and Brown, 2004) and ecosystem 
services payments (Gaveau et al., 2013). This requires a switch from the conventional, short-
term approach to using tropical forests for extracting timber to the more careful and sustainable 
use of these forests for timber, characterised by lower logging intensities, longer rotations and 
                                                          
14 A restructuring of Sabah’s forestry policy ensued in 1997. Short-term logging licenses for 5-year and 25-year 
durations were phased out as part of the restructuring of Sabah’s production forests as FMUs,and long-term logging 
tenures of 100 years were awarded to private companies (Mannan and Awang, 1997; Toh and Grace, 2006). As of 
2010, 12 out of the 23 FMUs have been licensed out to private concessionaires; the remainder is still unleased or is 
being directly managed by the Sabah Forestry Department (Ong et al., 2013, p. 2). The plan is to manage these 
production forests for sustainable timber harvesting, reforestation, multiple uses and community development 
projects. However, success has so far been limited (see Toh and Grace, 2006). 
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the application of silvicultural techniques.15 Balancing financial benefits with conservation goals, 
e.g., maintaining orangutan populations, become important considerations. 
The overarching aim of the SFM approach is to cater for the multiple uses demanded by various 
forest stakeholders that sustains economic returns and nature conservation (Sands, 2005, Ch. 6; 
Kant, 2007). This ideally involves some economically acceptable level of timber production in 
perpetuity achieved by preserving or enhancing the natural productive and regenerative capacity 
of the forest even as it is logged, by retaining the necessary forest components, maintaining soil 
quality and mimicking ecological processes or natural disturbances as far as feasible. It also 
should meet nature conservation and perhaps other compatible economic goals, e.g., conserving 
populations of wildlife species and elements contributing to the provision of ecosystem services, 
and the generation of ecotourism and payments for ecosystem services. Although the goal of 
SFM is the co-generation of social benefits apart from income and employment benefits from 
timber production (Imai et al., 2009), timber extraction in practice acts as the lynchpin justifying 
this management approach. This is exemplified by the Deramakot case (Radin et al., 2008, p. 6).  
A feature of timber harvesting under SFM is the use of reduced-impact logging (RIL), which 
aims to minimise the environmental impact of logging through careful pre-harvest planning and 
controlled implementation of forestry operations.16 In Deramakot, where this type of logging is 
practiced, surveys indicate that many wildlife species, including the orangutan, continue to 
persist in the landscape.  
3.1 The Deramakot area and its logging schemata 
Logging began in Deramakot in 1956 and the area was conventionally logged till 1989. Logging 
intensity information for conventional logging in Deramakot is available for the years 1959 to 
1968, and was 109 m3/ha, (Imai et al., 2009), an average towards the lower end of what was 
                                                          
15The logging of Dipterocarp-rich Southeast Asian forests has been typically characterised by the selective removal 
of large commercial trees with little or no regard to the damage caused to surrounding trees. This often resulted in 
the damage of between 50 to 75% of surrounding trees in Malaysia and Indonesia. The primary aim is the 
maximising of rates of return from timber sales with little concern for sustaining future forest yield or other benefits. 
16 RIL includes, but is not limited to (i) pre-harvest inventory and mapping of individual crop trees, (ii) pre-harvest 
planning of roads, skid trails and landings to the trees scheduled for harvest, (iii) pre-harvest liana cutting where 
lianas interconnect tree crown, (iv) the use of directional felling, (v) the winching of logs along planned skid trails 
and (v) a post-harvest assessment to evaluate the application of RIL (FAO, 2004). Logging intensities under most 
RIL systems aim at removing 8-10 trees/ha. 
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typical for logging in Sabah. In 1989, Deramakot’s current management system was developed 
“with the intent of managing all [of Sabah’s] commercial forest reserves in a way that mimics 
natural processes for sustainable production of low volume, high quality, and high priced timber 
products” (Lagan et al., 2007). In this statement of intent, sustaining timber output appears to be 
the primary goal; it does not mention explicit nature conservation goals and these could be 
secondary, though not unimportant. This is a common observation in sustainable forestry as is 
currently practiced (Meijaard et al., 2006). Timber harvesting operations under Deramakot’s 
SFM system commenced in 1995. RIL harvesting, silvicultural tending and rehabilitation of 
degraded forests are carried out jointly by the Forestry Department and its appointed contractors. 
In 1997, the Deramakot Forest Reserve became the first forest in Southeast Asia to be certified 
as well-managed in accordance with the Forest Stewardship Council’s (FSC) guidelines (FSC, 
undated).17 It had undergone a third consecutive round of certification which lasted from 2008 to 
2013. Deramakot is the only source of FSC-certified logs in Sabah. 
Deramakot spans 551 km2 and is located near the middle of the state of Sabah. The 
Kinabatangan River runs along its southern perimeter and oil palm and timber plantations are 
found towards the north, and on the west and east are other forest reserves. Deramakot is a mixed 
lowland and hill forest dominated by the merchantable Dipterocarp tree species. The topography 
is generally hilly and undulating. The majority of the area is comprised of logged upland forest 
in various stages of regeneration (SWD, 2003). The landscape is heterogeneous in terms of the 
number and quality of harvestable trees.   
Under its SFM programme, Deramakot has been divided into 135 compartments, and these 
compartment boundaries were delineated according to features such as rivers, ridges and logging 
roads (Ong et al., 2013, p. 7). Of these, 118 compartments (516 km2) are designated for timber 
production while the remaining 17 compartments (35 km2) are termed protection or conservation 
areas (Figure 2) (SFD, 2005). In addition to these, it is stated that another 78.8 km2 of such types 
of conservation areas are within the production area, bringing the total area protected in 
Deramakot to 113.6 km2 or 21% of the total area of Deramakot (SFM, 2005, p. 39). These 
conservation areas comprise forests having most of the slopes above 25˚. The boundaries of 
                                                          
17 The FSC is a “certification system that provides internationally recognized standard-setting, trademark assurance 
and accreditation services to companies, organizations, and communities interested in responsible forestry”, 
whereby responsible forestry is that which adheres to the FSC’s Principles and Criteria (see FSC, undated). 
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these conservation areas are to be protected from encroachment, and any economic activity 
within these compartments is prohibited. Within the 118 compartments that are managed for 
timber production, the net production area is 428 km2. This net loggable area excludes land with 
permanent infrastructure (9.2 km2) and further conservation areas within the production zones to 
be spared from exploitation that consist of riparian reserves (30 m-wide strips adjacent to 
permanent watercourses and swamps) (35.5 km2) and lands with slopes greater than 25˚ (43.3 
km2) (SFD, 2005). The enforcement of these conservation areas is the responsibility of the Sabah 
Forestry Department. 
 
 
Figure 2:  A detailed map of Deramakot Forest Reserve and its 135 compartments. This map 
was obtained from Lagan et al. (2007) and modified to highlight areas with high 
orangutan densities. Compartments reported to have higher concentrations of 
orangutan nests in 2005 are 99, 120, 121, 61, 82 and 134 (the dotted compartments) 
(SFD, 2005). Note that there is no overlap between these areas and compartments set 
aside as conservation areas. 
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Using visual aerial photo interpretation of the Deramakot area, the quality of the forest and the 
timber stock was assessed based on the criterion of the number of trees having ≥ 60 cm d.b.h. 
(diameter at breast height) on a per-ha basis (SFD, 2005). About 26.4% of Deramakot’s total 
area consists of forests described as ‘moderate’ (Stratum 2) or ‘good’ (Stratum 1) forests (having 
9 to 16, or more than 16 trees of ≥ 60 cm d.b.h. per ha, respectively). About 73% of the area 
consists of ‘very poor’ (Stratum 4) and ‘poor’ forests (Stratum 3) (containing 0 to 4, or 5 to 8 
trees of ≥ 60 cm d.b.h. per ha, respectively). Stratum 5 (shrubs and grasslands) make up 0.13% 
of the area. Only 20% of Deramakot’s area is considered well-stocked with harvestable trees 
(i.e., having at least 15 harvestable trees/ha) (Radin et al., 2008). 
Trees that are targeted for harvesting are those between 60 to 80 cm d.b.h. (SFD, 2005, p. 26). 
The Deramakot Forest Management Plan for 2005-2014 aims to extract 9 such trees per ha, and 
to determine when a compartment is adequately stocked to justify a harvest, a minimum 
economic cut of 40 m3/ha is used (SFD, 2005, p. 30) (but an actual yield per compartment is 
about 25 m3/ha on average was observed in the earlier term of the management plan; Radin et al., 
2008, p. 8).18 The number of compartments identified to have sufficient numbers of suitable trees 
to be harvested in the current 40-year harvesting cycle is 86, covering 367 km2 (SFD, 2005). This 
equates to a gross annual harvestable area of 9.17 km2 on average (SFD, 2005, p. 26, 31). Forest 
management activities are thus to be conducted over roughly 10 km2 annually over the 40-year 
cycle (SFD, 2005). The plan assumes that only 48% of this area actually has trees that can be 
harvested (the average proportion calculated from the previous planning period; SFD, 2005, p. 
31), the net annual harvestable area becomes 4.4 km2. This latter value, when multiplied by the 
chosen minimum economic cut of 40 m3/ha, gives the current planned, annual allowable 
(maximum) cut for Deramakot of 17,600 m3. Since Deramakot is a relatively degraded site, 
silvicultural treatments are applied to enhance the regrowth of commercial timber species. These 
treatments include enrichment planting (the planting of commercial timber tree seedlings) and 
the removal of weeds and non-commercial trees from near potentially valuable timber trees. 
  
                                                          
18Different compartments are harvested at different intensities, ranging between about 15 and 49 m3/ha (Radin et al., 
2008, p. 10), depending on the availability of suitable trees and their quality, among other reasons including 
technical ones (see Radin et al., 2008, p. 9). 
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3.2 Orangutans within Deramakot 
The orangutan is one of a number of indicators used for monitoring forest health in Deramakot. 
Deramakot is said to harbour one of the highest recorded densities of orangutans in an actively 
logged lowland Dipterocarp forest (Payne and Prudente, 2008, p. 145), although other studies in 
formerly logged areas in Indonesia reveal even higher densities (e.g., 3 individuals/ha) (e.g., 
Marshall et al., 2006, pp. 572-573).  
Surveys indicate that a “[s]ignificantly high number of nests was sighted in the southern part of 
DFR (disturbed habitat)” (SFD, 2005; see Figure 2). These disturbed habitats in the south fall 
under the category of poor forests as described earlier. Nest concentrations are low in the very 
poor forests and shrubs and grasslands of Deramakot, and are intermediate in the moderately 
well-stocked forests found in the northern segment (SFD, 2005). A more recent survey showed 
that orangutan nests are located throughout Deramakot, especially across the central area and 
southern area (Takyu et al., 2013, pp. 119-124). Since orangutan distributions are known to 
fluctuate based on the spatial occurrence of fruiting in a forest (e.g., Buij et al., 2002), the 
difference in orangutan distribution between the northern and southern parts of Deramakot is 
believed to be due to the higher fruit productivity in the more disturbed forests found in the south 
than in the less disturbed forests elsewhere (SFD, 2005),19 and because of more fruiting events in 
trees closer to the Kinabatangan River in the southern part (SWD, 2003). Lower densities of 
orangutan nests such as in the northwestern are also attributed to the presence of roads and 
proximity to oil-palm plantations (Takyu et al., 2013, p. 124). Orangutans have been observed to 
commonly nest on pioneer tree species such as the Binuang (Octomelessumarana) and Laran 
(Neolamarkiacadamba) that grow along the streams in Deramakot (SFD, 2005) (the findings of 
Ancrenaz et al. (2010, p. 6), from a different production forest in Sabah, suggests that “these 
pioneer plants”, such as Laran, “are supplying new and alternative food sources that buffer 
periods of food scarcity”). 
  
                                                          
19 A reason offered for this is that after climax tree species are felled, pioneer tree species replace climax tree species 
and that these pioneer tree species fruit more frequently (Ancrenaz et al., 2010, p. 6).  
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The Deramakot Management Plan states that the Forestry Department (SFD, 2005, p. 53): 
“will have to ensure that corridors connecting refuges… will be provided to allow free 
movement of animals in either direction. This means, logging operations will be minimal 
and will not take too long within the wildlife corridors, particularly in Cpts. 12, 14, 34,55, 
86, 88, 110, 119, 123, 124, 131, 132, and 135, which are classified to have higher value 
for the HCVF [high conservation value forests].” 
 
These compartments, however, are not those identified in Figure 2 as areas containing significant 
numbers of orangutan nests. 
Information is lacking for making judgement on the degree of conflict between the use of trees 
by orangutans and the extraction of these trees for commercial logging (e.g., whether a small or 
large proportion of these commercial crop trees are used as important food sources by the 
orangutan). While some studies indicate that orangutans build nests mainly on tall trees or trees 
with large basal areas such as Dipterocarp trees (Ancrenaz et al., 2004), the literature is unclear 
on how seriously orangutan populations are affected by the logging of these commercial trees 
whether under RIL or otherwise.   
Orangutan species or subspecies have been observed to adapt differently to logging (Marshall et 
al., 2006, p. 576), the P.p. morio subspecies found in Sabah and East Kalimantan thought to be 
better able to cope with logging than P.p. wumbiiand P.p. pygmaeus in the south of Borneo 
(Central Kalimantan) and towards the northwest of the island in west of Kalimantan and 
Sarawak. Although this argument may be used to justify the appearance of stability in orangutan 
populations and their overall densities in Deramakot in the face of logging activity (Table 1), this 
presumption hinges on the relatively short-term average data for Deramakot. It does not, for 
example, track differences in densities between logged and unlogged areas or consider the 
fragmenting effect of logging on different sub-groups of the population. No definite trend can be 
made out from these published general density data, or for specific orangutan areas within 
Deramakot. The results of a survey by Ancrenaz et al. (2005) seem to show that although overall 
orangutan densities for Deramakot averages 1.50 orangutans per km2, close to the average of the 
densities presented in Table 1 (1.53 orangutans per km2), and the confidence interval ranges from 
0.55 to 4.05 orangutans/km2. The corresponding population size is 792 orangutans, with a 
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confidence interval of 292-2,148 individuals (the average from Table 1 is 845 orangutans). This 
suggests a highly clumped and varied orangutan distribution across the Deramakot landscape.  
Table 1:  Average orangutan densities and numbers, as estimated by the Sabah Forestry 
Department for Deramakot Forest Reserve between 1999 and 2005 (Table 10 in 
Radin et al., 2008). 
 
Date of orangutan census Number of individuals/km2 Number of orangutans 
December-99 1.40 772 
July-02 1.78 981 
December-02 1.71 943 
December-03 1.65 910 
February-04 1.74 959 
June-05 1.64 904 
November-05 1.10 607 
June-06 1.23 678 
November-06 1.18 651 
August-07 1.50 827 
November-07 1.92 1,059 
 
Variations in orangutan numbers and densities between parts or compartments may be partly 
explained by whether an area is logged or not and the quality of the remaining timber stands, 
since orangutan build fewer nests “in compartments that have been highly exploited”, and that 
they preferentially “nest in places where large trees are still abundant” (SWD, 2003). The 
retention of patches of good forest within an exploited area as a sort of refuge is thus seen as 
beneficial. It is opined that the RIL approach in Deramakot is probably crucial for maintaining 
stable and viable orangutan populations as long as there is no hunting pressure on the species 
(Marc Ancrenaz, pers. comm., 24 Nov 2008).  
4. The Profitability of Timber Harvesting at Deramakot 
The timber revenue, cost and profits from the Deramakot project between 1995 when RIL 
operations began until 2008 are presented in Table 2.  
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Table 2:  The volume of timber harvested, the average log auction price, annual revenues, 
costs and profits for Deramakot from 1995 to 2008 (compiled from Radin et al., 
2008). Financial figures are quoted in Malaysian Ringgit (RM) (1 US$ equals 
RM3.3, as of 13 January 2014). 
 
Year Planned 
annual 
allowable cut 
(m3) 
Actual 
volume cut 
and sold (m3)a 
Average 
price 
(RM/m3)a 
Revenue 
(RM, in 
millions)
b 
Cost 
(RM, in 
millions)
b 
Profit 
(RM, in 
millions)b 
Profits 
per km2 
(RM, in 
millions)c 
1995 20,000 189 270 0.051 4.62 -4.57 -0.457 
1996 20,000 13,277 267 3.47 5.30 -1.83 -0.183 
1997 20,000 13,794 245 3.39 5.20 -1.81 -0.181 
1998 20,000 12,236 396 4.84 6.60 -1.76 -0.176 
1999 20,000 915 1,004 0.92 5.03 -4.11 -0.411 
2000 15,000 12,928 468 5.82 8.40 -2.58 -0.258 
2001 15,000 12,675 339 3.61 5.77 -2.16 -0.216 
2002 15,000 16,882 468 7.73 5.12 2.61 0.261 
2003 15,000 14,555 552 8.03 5.92 2.11 0.211 
2004 15,000 19,821 554 10.99 4.94 6.05 0.605 
2005 17,600 11,425 614 7.01 4.51 2.50 0.250 
2006 17,600 16,129 705 11.53 6.53 5.00 0.500 
2007 17,600 13,363 809 11.14 6.67 4.47 0.447 
2008d 17,600 (n/a) (n/a) 9.00 5.30 3.70 0.370 
a Table 5 in Radin et al. (2008); b Table 13 in Radin et al. (2008); ccalculated using the average gross area harvested 
in a year in Deramakot (10 km2); d a projection for the full year. 
 
 
The main revenue component is the revenue earned from selling the logs produced at Deramakot 
at a green premium, that is, at a higher price on grounds of their sustainable production. The 
main cost components are “the harvesting operation estimated at 36.8% of the total cost, 
followed by the general administrative cost at 18.8%, forest restoration at 15.5%... [the] 
acquisition of new machineries at 9.1 %” and “logging road costs… estimated at 8.3 %” (SFD, 
2005, p. 72). These costs are borne by the Sabah Forestry Department and the profits from log 
sales go to the government. Private loggers are contracted to carry out the harvesting. 
Losses were recorded in Deramakot’s annual operations until 2002, when an annual profit was 
first made (RM2.61 million). Between 2002 and 2008, annual profits ranged between RM2.11 
million (or RM211,000 per km2) and RM6.05 million (RM605,000 per km2). Cost and revenue 
projections for Deramakot between 2010 and 2014 presume annual profits ranging between 
approximately RM1.3 million and RM 4.8 million (Appendix 13 in SFD, 2005).  
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Nonetheless, conventional logging with its typically higher logging intensity would produce 
higher profits in forests which still have good stocks of merchantable timber, especially initially, 
in the first few logging cycles, after which returns would dip as a result of forest exhaustion 
(forest managers then have the option to convert these degraded forests to timber or agricultural 
plantations to sustain high returns).20 By the yardstick of the financial return to investment, the 
internal rate of return (IRR), conventional logging would usual surpasses SFM in the near- to 
mid-term. The merit of SFM lies in the fact that returns in principle could be sustained over more 
than two logging cycles compared to conventional logging, although returns may be initially 
lower than for conventional logging (Pearce et al., 2002; van Gardingen, 2003).21  However, the 
perceived upfront opportunity cost is high enough to deter the widespread adoption of SFM 
under free market conditions. 
It is argued that the timber premium that RIL-certified logs fetch, such as in Deramakot (Lagan 
et al., 2007, p. 414; Kollert and Lagan, 2007), or returns from other direct and indirect use values 
of the exploited forests (e.g., ecotourism, the harvest of non-timber forest products, or carbon 
sequestration earnings) (Pearce, 2007; García-Fernández et al., 2008), would make such low-
intensity logging worthwhile. But such presumptions may only apply in limited cases. Consider 
the following: can a green premium be sustained if sustainable forestry is widespread and there is 
a flood of green timber in the market? Moreover, according to one source, increases in world 
timber prices would barely exceed 1% over the next 60 years even under a high-demand scenario 
(see Pearce et al., 2002, p. 28). Or can sustainable forestry remain viable if major tropical log 
importers choose to import cheaper and unsustainably produced logs of comparable quality 
(Price, 2007)? It may be that the price premium would apply to a niche market and may not be 
viable for catering to the general demand for timber.22 
                                                          
20 If the timber stock is made up of a fairly large proportion of lower-quality timber trees such as in degraded forests, 
the difference in earnings between conventional logging and SFM may be smaller. Revenue from conventional 
logging in such cases could also decline with higher annual cuts because the marginal cost of accessing low-quality 
timber could exceed (because of roading costs) the marginal financial gain from timber sales (e.g., Mathey et al., 
2009). 
21Although only RIL without the necessary reductions in harvesting intensity would not guarantee this (see Putz et 
al., 2008). 
22 Certification is a broad set of principle and does not guarantee that any given wildlife species or and biodiversity 
in a specific area will be conserved. The warm-glow feeling that consumers derive from purchasing certified timber 
products, believing that they have contributed to conservation, may be misplaced as a result (for a discussion, see 
Price, 2007). 
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5. A Discussion of the Viability of Deramakot’s SFM Model for Orangutan Populations 
There is a shift from the focus on the production of private goods such as timber to the co-
provision of public good in forestry, at least in the case of Deramakot Forest Reserve. However, 
there may be a conflict between maintaining the supply of public goods on logged areas and the 
goal of producing market goods for profit. This problem is obvious in the case of the orangutan 
and logging in Borneo, where the main issue is the compatibility of wood production goals with 
non-timber production goals.  
Although Deramakot is described as an SFM project (SFM ideally being a relatively balanced 
use of forests for multiple uses), it is centred on RIL, the aim of which is to sustain timber 
production by reducing logging damage to residual stand of trees, improving the cost-efficiency 
of timber harvesting, and the application of silvicultural treatments that improve future 
harvestable timber volume. 23  To be sure, Deramakot’s RIL is being conducted over the 
commonly recommended 40-year cutting cycles and although the stated harvesting intensity of 9 
stems/ha is higher than the limit prescribed for Southeast Asia and Borneo (8 stems/ha or less; 
Sist et al., 2003a, b), in practice fewer stems are removed on average. A study by Marshall et al. 
(2006) in Indonesian Borneo suggests that taking 5 stems/ha or less should not have any 
significant negative effects on orangutan numbers. Having said that, RIL on its own does not 
constitute SFM; RIL’s value for biodiversity conservation or sustaining ecological services is 
general and is not specific to any wildlife conservation goal unless SFM and RIL takes account 
of the ecological requirements of a species targeted for conservation. This applies to orangutan 
conservation. Additional (and possibly costly) measures may need to be instituted that ensure the 
                                                          
23The policy statement in the second forest management plan for Deramakot (SFD, 2005) explains that the Sabah 
Forestry Department (SFD) “would maintain and enhance the high conservation value forests, biodiversity, 
wilderness, soil, and water resources that are ecologically justified, technically and financially feasible within the 
framework of the SFD’s regular operations”. It is also stated that “[e]very effort would be undertaken by the SFD to 
optimize economic returns to the State on a long-term basis by maximizing utilization, efficient use of raw materials 
from DFR, and good marketing strategies of DFR’s [Deramakot Forest Reserve’s] ecotourism potentials”. The long-
term management objectives stated are specific about the silvicultural aspect, viz., “[t]o sustain production of high 
value timber based on an annual allowable cut (AAC) of 17,600 m3 and reduced impact logging (RIL) while 
maintaining a high degree of species and structural diversity”, “[t]o carry out silvicultural tending (10,000 ha) during 
the plan period…”, “[t]o restore 2,000 ha during the plan period, in the southern part of DFR where stand stockings 
are absent or inadequate”, but are vague for the environmental ones : e.g., “[t]o integrate all forest operational 
activities within the concept of conservation and protection so as to reduce the impact to the environment from 
fire…”, “[t]o maintain the ecosystem diversity at all levels for wildlife habitats, education, research, and eco-tourism 
purposes”, “[t]o maintain and enhanceHCVF [high conservation value forest] sites”. The plan does not mention or 
stipulate assessable variables for monitoring environmental objectives. 
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orangutan’s (and other vertebrate fauna’s) long-term viability in the logged areas, which could 
include maintaining contiguous undisturbed patches of forests in the logging area, ensuring 
forest connectivity through natural forest corridors, preserving food sources such as figs and 
nesting sites (e.g., Meijaard and Sheil, 2008).  
Although the compartments earmarked as conservation areas in Deramakot are claimed to be 
“set aside for biodiversity conservation” (Mannan et al., 2008, p. 8), it appears that these steep 
and high-elevation areas were selected on the basis of the slope limit specified by RIL 
guidelines, which itself is conceived out of concern for costs of access and transport and erosion 
or watershed damage (Applegate et al., 2004, p. 11) rather than purely for conserving biological 
diversity. These areas would in any case be uneconomic to harvest. Insofar as the orangutan is 
concerned, these strictly conserved compartments are not those areas identified as significant 
orangutan-populated areas (see Figure 2). But to the Deramakot management plan’s credit, high-
conservation-value forests are identified within certain compartments and excluded from 
logging, based on their importance as representing key swamp vegetation, critical ecological 
resources such as riparian zones and important wildlife habitat (SFD, 2005, p. 39, pp. 52-55), 
including saltlicks which animals such as the orangutan rely on for minerals (Takyu et al., 2013). 
Moreover, fig plants, which usually grow on Dipterocarp trees and are important food sources 
for the orangutan, are reportedly not cut at all. In Deramakot, woody vines are left uncut over 
buffers of 30 metres on either side of permanent streams (Ong et al., 2013, p. 16). These 
measures could be beneficial to the orangutan but they impose additional management and 
opportunity costs that could reduce short-term profits.  
Yet, there is no information on which, how much or whether the areas where most of the 
orangutans are found in Deramakot are strictly conserved. It is probable that key habitat areas are 
not strictly conserved even if they are considered high-value conservation forests (Radin et al., 
2008). Note also that areas with significant numbers of orangutan nests fall outside the 
designated conservation areas (refer Figure 2). Another issue that remains open to question is the 
eventual trajectory of the size of the orangutan population based on the anticipated quality of 
successive forest stands for orangutan use (or for that matter, for the use of other wildlife 
species). This concern arises from the focus on producing commercial tree species and removing 
some competing non-commercial tree species; if food trees are reduced in new forest regrowth, 
23 
 
this might be a problem for orangutan persistence in the future. There is also a lack of mention in 
the Deramakot management plan about the identification, mapping and retention of orangutan 
food trees (SFD, 2005). Though some trees known to be used by the orangutan such as the Durio 
(durian) species are classified as “prohibited species”, i.e., species that cannot be legally taken in 
harvesting operations (SFD, 1998, p. 35), whether these and (trees having orangutan nests) are 
left undamaged in practice is uncertain. Thus while densities of orangutans and their numbers 
appear stable (Table 1), the long-term trajectories of the populations given current logging 
practices is not certain but could modelled. 
Where SFM is practiced, the prescribed limits to the number of trees (or volume of wood) that 
can be taken per hectare can still impose stresses on orangutan populations. For example, where 
many harvestable timber trees are clumped close together in a given hectare, for example, their 
removal could still create canopy gaps that can hinder orangutan movement and impede the 
regeneration of commercial or canopy/climate tree species, not to mention the reduction of 
adequate densities of seed trees (Brown and Press, 1992; Meijaard et al., 2005, p. 37). SFM that 
strictly observed rules for maintaining biodiversity would have to endure the opportunity cost of 
leaving behind some timber trees that are perfectly harvestable under RIL rules. 
More generally there are issues that need to be considered before extending SFM to the larger 
orangutan landscape in Borneo. Some of the highest orangutan densities are found in peat swamp 
forests, e.g., the Sebangau region in Central Kalimantan (Husson et al., 2009, p. 93). These types 
of forests pose a problem for forestry. Because most minerals that are required for new tree 
growth are found in living organic matter and recently decomposed dead organic matter of trees, 
regeneration of trees in peat swamps is possibly very slow (van den Eelaart, undated). The 
potential for natural forest management as a means to conserving the orangutan in such instances 
are poor. The absence of this option leaves peat swamps more vulnerable to illegal logging and 
agricultural conversion.  
The following sections consider the public economic aspects of the viability of the Deramakot 
SFM model, the economic viability of extending the Deramakot model to other orangutan habitat 
and a suggestion for partitioning logged forests for conserving the orangutan while offsetting the 
opportunity cost of doing so. 
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6. Public Economics as a Determinant of the Viability of Deramakot’s SFM 
Because forestry has been the mainstay of Sabah’s modern-day economy, Sabah’s forestry 
agency has long been in charge of administering vast areas of land in Sabah for timber 
production. It remains a relatively large and influential bureaucratic body despite the declining 
fortunes of the local forestry sector. If the level of revenue obtained by the Sabah Forestry 
Department is not sustained, this threatens not only the reputation but the size of this 
department’s budget, its relative political power within the government, and the tenure of its 
bureaucrats.  
The department thus faces a dilemma: it may choose to have more revenue now by continuing to 
unsustainably exploit what remains of its forest estate at the expense of a large drop in projected 
future revenue and so being subject to budget reductions, or it could moderate its earnings now 
to sustain revenue at a similar or higher level later when the forest’s timber stock replenishes. 
Niskanen’s (1994) public choice theory proposed that there is a tendency for government 
departments to act in ways to prolong their survival and increase its welfare by aiming to 
maximise its discretionary budget. This may partly explain the reason why Deramakot and the 
rest of Sabah’s degraded production forests are still retained for forestry purposes and not 
converted for obvious profitable land-uses such as for oil palm when this is possible and given 
Sabah’s emphasis on increasing oil palm output to sustain state revenue. To remain relevant and 
to save the department’s budget from large cuts, the Sabah Forestry Department has sought to 
rehabilitate Sabah’s production forests under its sustainable forest management with an approach 
that combines lower-impact logging and natural regeneration of degraded forest areas that is 
supported by liberation thinning but also increasingly through enrichment planting to restock 
areas depleted of commercial species.24 
Deramakot is seen as a model for testing the sustainable forest management approach. It would 
contribute to the Forestry Department’s credentials if Deramakot can show that it is at least not a 
financial drain on the state and that it can generate revenue on a sustainable basis while also 
being environmentally-friendly, thereby securing public support as well. Therefore the 
                                                          
24A Sabah Forestry Department officialrevealed that there is less reliance on natural regeneration in many of Sabah’s 
production forests because of the large amounts of degraded timber stocks (Robert Ong, pers. comm., 21 Nov 2008). 
Enrichment planting has been attempted, which is a costly operation. 
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conservation of wildlife species such as the orangutan may be symbolically important for 
Deramakot. Also, bureaucratic support from other benefitting departments such as the tourism 
department aid in countering the lobby of other competing interest groups and government 
departments such as those aligned with the oil palm sector. 
Recall that Deramakot is a state-run project. As a government project, making large, short-term 
profitmaking need not be an overwhelming concern; the priority would be to sustain government 
revenue and possibly also to provide other non-financial benefits to the state and its people. 
Therefore although Deramakot does not generate returns comparable to conventional logging or 
agricultural conversion, its viability is supported by a historically influential forestry-linked 
bureaucracy. There is, however, evidence that the Forestry Department is under pressure to 
release timber production forests for the establishment of oil-palm or timber plantations (see 
McMorrow and Talip, 2001), and allegations of illegal logging in the production forests under 
the supervision of the Forestry Department that might be related to politics (e.g., Habu, 2013).  
7. Should Orangutan Habitat Area be Protected and Higher Intensity Logging Conducted 
AroundThese, or Should the Area be Mostly Lightly Logged?  
The Deramakot case leads us to consider whether economic and environmental benefits are 
better optimised by using the forest in a spatially specialised manner, i.e., applying higher 
intensity forestry in a part of the forested area combined with the total protection of the 
remainder, or by managing the landscape mainly as a forestry matrix where reduced-intensity 
sustainable forestry practiced throughout the forest while accounting for biodiversity. This 
inquiry follows from Ashton’s (2008, p. 290) assertion that the challenge in forestry is to 
determine 
“How… conservation and continued timber production [can] together be optimally 
combined, on both economic and ecological criteria… and [a]re they better achieved by 
modifying logging procedures to accommodate biodiversity conservation requirements, 
or by setting aside strict conservation virgin jungle reserves while managing elsewhere 
for optimal sustainable timber production?” 
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Conservationists have not addressed this question analytically, such as by the use of economic 
models. This section is an attempt to answer this question by assuming a scenario involving a 
typical primary forest or a forest with a relatively good stock of timber in Sabah that is populated 
by orangutans, and which undergoes one round of logging per sixty years (following Tay et al., 
2002). This exploration is enabled by applying Tisdell’s (2012) simple model for comparing the 
opportunity costs of different logging regimes given the constraint of conserving a single wildlife 
species. 
7.1 The model  
The hypothesis to be tested using this model is whether it is more economic to conserve a viable 
population of orangutans by (i) setting aside important orangutan habitat areas as protected areas 
within a timber concession and logging the remaining area of the timber concession area at a 
relatively high logging intensity, or by (ii) lightly logging a large portion of the timber 
concession area— the area that could have been strictly protected for orangutans, as well as part 
of the area that could have been more intensely logged— thereby reducing the amount of area 
that would be more intensely logged. This model, even if it is a static analysis, is relevant since 
light logging involves the opportunity cost of foregoing more intensive logging and the problem 
can be reduced to balancing forestry uses while also finding ways to conserve wildlife, and is 
useful for obtaining estimates as a first indicator to guide forest-use planning. The two options 
just mentioned are graphically illustrated in Figure 3. 
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Option 1 
 
  
 
              Option 2 
 
   Protected Area Heavy Logging Light logging 
 
Figure 3:  Options for conserving orangutans under two different logging regimes (from 
Tisdell, 2012). Under Option 1, significant orangutan habitat area A is protected 
from logging whereas the remainder of the total timber concession area, B, will be 
logged heavily (or at an intensity that is higher than SFM). Under Option 2, the 
whole concession area is open to logging but area A+C is lightly logged to support 
orangutans, and a smaller area D is more intensely logged. 
 
The change in total profit by selecting Option 2 rather than Option 1 would consist of the 
additional profits gained from logging area A, less the reduction in profits as a result of logging 
area C lightly rather than heavily. In Option 1, Area A conserved K number of orangutans, where 
K is the targeted viable population of orangutans. In Option 1, K occurs on the area A. In B, the 
orangutan is presumed not to persist because of the heavy logging conducted there. Such types of 
heavy logging would include those that extract more than 100 m3 of timber per ha.25 In Option 2, 
K occurs over area A and C. Heavily logged area D is presumed not to harbour orangutans. In 
Option 1, the size of protected area A for conserving orangutans would be K/λP km2, where λPis 
the density of orangutan in the protected area. In Option 2, the size of lightly logged area A+C 
for orangutans would be K/λL km2, where λL is the density of orangutan in the lightly logged 
area. The area marked C would therefore be equal to (K/ λL) – (K/λP) (see Tisdell, 2012, p. 16). 
                                                          
25Ancrenaz et al. (2010, p. 7) found that logging intensities of above 100 m3 per ha, which correspond to the 
intensities of conventional logging, had caused the localised extinction of an orangutan subpopulation in the North 
UluSegama forest. 
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B 
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If the profit from heavy logging is ПH per km2 and the profit from light logging is ПL, then the 
total change in returns from logging when Option 2 rather than Option 1 is implemented, denoted 
by ΔR, can be described by the following formula:     
 
∆𝑅 =  𝐾
𝜆𝑃
∏𝐿 − �
𝐾
𝜆𝐿
−
𝐾
𝜆𝑃
�  (∏𝐻 −∏𝐿)                                  (1) 
 
The first term on the right-hand side of this equation represents the increase in profits from 
lightly logging area A which was protected (Figure 3), and the second term is the fall in profits 
resulting from not heavily logging the area C. If ΔR is negative, then that means that the light 
logging option is less rewarding financially than Option 1, and vice versa. If all else is equal, the 
likelihood that ΔR is negative is greater (i) the smaller is the per-km2 profit under light logging, 
ПL, and (ii) the smaller is λL relative to λP (because then the coefficient �
𝐾
𝜆𝐿
−
𝐾
𝜆𝑃
�becomes 
larger). Similarly, the likelihood that light logging, Option 2, generates a greater return than 
Option 1 increases (i) the smaller is the fall in the density of orangutan under light logging when 
compared to no logging (e.g., the more robust orangutans are to persisting under light logging) 
and (ii) the smaller is the reduction in profits from logging per km2 under light logging compared 
to heavy logging (e.g., the greater the premium for lightly-logged timber). 
The goal here is to assess whether conducting Option 2 (light logging) in the broader production 
forests of Sabah is more financially attractive than reserving a protected zone for orangutans and 
more heavily logging the surrounding forested area.  
7.2  Data 
The model partly uses the Sabah Forestry Department’s data for Deramakot that were presented 
earlier and from locations adjacent to Deramakot from other secondary sources.  
Even though the scenario to be modelled here presumes a primary or well-stocked forest in 
Sabah, and Deramakot is an area that has been logged a number of times in the past, the profit 
data for light logging of Deramakot could still be applied: the same nine trees per hectare that are 
harvested in Deramakot for a more or less 40 m3/ha timber volume could be replicated in a well-
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stocked forest so that it is compatible to sustaining orangutans. The same prices for logs are also 
assumed. Thus the profit estimate for light logging here uses the Deramakot data from Table 2 
for 2007 (the data for year 2008 is a projection).  
While Deramakot offers rare data for the case of light logging that involves orangutans, there is a 
greater dearth of data for suitable profit estimates for conventional logging. Care should be 
exercised in the use of profits for very different locations and time periods.26 While Tay et al. 
(2002) provide conventional (heavy) logging profit estimates for the case of a primary forest in 
Ulu Segama, Sabah, which is part of the Ulu-Segama-Malua production forest complex located 
on the southeast of Deramakot and which would fit the scenario adopted here, Tay et al.’s (2002) 
profit estimate of RM7,715 per ha (for a timber volume of 136 m3 per ha) dates from the year 
1993. The best that can be done is to inflate this profit estimate to 2007 prices so that it 
corresponds with that light-logging profit estimates for Deramakot. Using an average Malaysian 
inflation rate of 2.71% from 1993 to 2007, to convert 1993 data to 2007 monetary values, this 
profit estimate for conventional logging becomes RM11,218. The year 2007 is chosen to 
correspond with the data obtained for Deramakot (see Tables 1 and 2). 
The orangutan density under light logging that is used is the average for Deramakot up to the 
year 2007 (see Table 1). For orangutan density in a relatively undisturbed forest area, the data 
from the Ulu Segama forest concession in Sabah, which is not far from the Deramakot Forest 
Reserve, is used (the data is obtained from Ancrenaz et al., 2010, p. 6).  
A target orangutan population level of 845 individuals is assumed. This is considered a viable 
orangutan population size (subject, of course, to various ecological conditions) (e.g., Meijaard et 
al., 2012, p. 38). It is the average orangutan population size in Deramakot based on the data 
presented in Table 1, and is a midpoint between the reported average population of 792 
orangutans in 2005 (Ancrenaz et al., 2005) and the more than 1,000 reported for 2008 (Radin et 
al., 2008). The data to be adopted for the model are summarised in Table 3. The data assumes 
that the area A under consideration would span 422.5 km2 (2 orangutans per km2 divided by 845 
                                                          
26 Logging profits vary tremendously from location to location, given the heterogeneity of tropical forest stands and 
type of woods, but also due to the differing cost and organisational structures involved (i.e., from whose perspective 
the profits are estimated— e.g., the private logger, or the concession holder who contracts out logging to the private 
logger). Generalisations are therefore impossible (John Tay, pers. comm., 15 January 2014). Nonetheless, some 
reasonably close estimates have to be adopted for rough comparisons. 
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orangutans) and the area A+C would equal 563.3 km2, where the size of C is the difference 
between these two values (140.8 km2). 
 
Table 3:  The variables used in the model for assessing changes in the profit of different 
logging regimes, and their values. 
 
Variables Symbol Values Units Remarks 
The target level of orangutan 
population K 845 Orangutan individuals 
Above (conditional) 
minimum viability 
size of 500 for 
orangutans (Meijaard 
et al., 2012); average 
population size in 
Deramakot (from 
Table 1) 
Average orangutan density in 
comparable protected forests or 
forests not recently logged 
λP 2 Orangutan per km2 
Ancrenaz et al. (2010, 
p. 6) 
Average orangutan density in 
lightly logged forests λL 1.53 Orangutan per km
2 
Average of the 
densities in Table 1; 
also see Ancrenaz et 
al., 2005, p. 2) 
Average profit from heavy 
logging ПH 1,121,800 
Malaysian ringgit (RM) 
per km2 
Inflation-adjusted to 
year 2007, from Tay 
et al. (2002) 
Average profit from light 
logging ПL 447,000 
Malaysian ringgit (RM) 
per km2 
For year 2007 (see 
Table 2) 
 
7.3 Results and interpretation 
Applying the data above to equation (1), it was estimated that the change in returns from 
adopting Option 2 rather than Option 1 over the total forest area presumed here is positive, at 
RM93.8 million. This means that for the conditions described in Table 3, light logging would be 
the economically preferable option. Next, using the Goal Seek function in the Microsoft Excel 
2007 software, a sensitivity analysis was conducted to determine the values for the variables in 
Table 3 that would produce a ΔR of zero (see Appendix). In this sensitivity analysis, ПL, ПP, λL 
and λP were varied. It was found that given all other base case variables are constant (those listed 
in Table 3), Option 2 would be preferable from a profit perspective as long as: 
(i) Average orangutan density in the undisturbed or protected area is below 2.49 
orangutans per km2, 
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(ii) Average orangutan density under light logging remains above 1.20 orangutans per 
km2, 
(iii) Average profits from heavier logging is below RM17,800 (US$5,394) per ha, or 
(iv) Average profits from light logging are larger than RM2,805 (US$850) per ha. 
 
These findings mean that if a light-logging regime is to be economically attractive, it should not 
result in a great fall in orangutan density in a forest following logging. Based on the scenario 
modelled here, as long as the average density observed after light logging similar to what was 
recorded for Deramakot is maintained, then light logging would be the more profitable option if 
all other variables are held constant. Given this same density, if the original average density prior 
to light logging was 2.49 orangutans per km2, and above, it would be better to choose Option 1. 
But average densities greater than 2.49 orangutans per km2 is rare in Sabah’s orangutan 
landscape; a survey of Sabah’s orangutan habitats (Ancrenaz et al., 2005) revealed that only the 
Kulamba Wildlife Reserve (size: 207 km2), located on the east coast of Sabah and away from the 
central forested region where Deramakot is located, has 2.50 orangutan per km2 on average. The 
Ulu Segama-Malua production forest adjacent to Deramakot has maximum average densities of 
mostly 2 orangutans per km2 (except for the Sabah Biodiversity Plot there, which recorded 2.4 
orangutans per km2) (Ancrenaz et al., 2010, p. 5, 9). Hence, given such average densities, the 
likelihood of Option 2 being more economically attractive is higher.  
There may be some reduction in orangutan density immediately following logging as orangutans 
vacate the area to seek refuge in nearby forests that are not being disturbed, but the findings of 
Ancrenaz et al. (2010, p. 6) suggest that orangutan densities in slightly logged forests that are 
regenerating can recover to densities that are close to pre-logging densities. Husson et al. (2009) 
also report that forests that have undergone selective logging, where a small number of valuable 
timber trees per forest plot are taken while sparing important fruit trees for the orangutan, seem 
to support similar densities of orangutans as in unlogged forests. These findings support the 
argument for adopting Option 2-type logging. 
Profit from heavy logging has to be 59% higher than the profit reported by Tay et al. (2002) for 
Option 2 to be unattractive relative to Option 1. The cut rate on which Tay’s estimate was based 
was 136 m2 per ha, which is a high rate of extraction. It would be quite unlikely for profits from 
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conventional logging to exceed this profit level unless natural timber prices rise substantially, the 
prospects of which is slim (refer to Section 4). In somewhat degraded timber concessions like 
Deramakot, it is not possible to extract very large number of trees per ha by conventional 
logging. Thus, as long as an appropriate premium can be obtained for lightly-logged timber 
which could produce a light-logging profit of above RM2,805 per ha (which Deramakot has 
demonstrated for four years out of seven between 2002 and 2008), Option 2 would be preferable.  
While “many conservationists find it difficult to entertain the notion of protecting a species in a 
forestthat is not managed primarily for conservation purposes… even if orang-utans can survive 
in such habitats” (Ancrenaz et al., 2010, p. 7), the findings here suggest the following: that for a 
case similar to the conditions of Deramakot and Ulu Segama forests in Sabah, where the pressure 
to exploit orangutan habitats is great, light logging is more likely to be economically attractive 
than an option of strictly protecting orangutan habitats which could result in  heavier logging 
elsewhere to recoup foregone profits. These findings are subject to the profit and density 
constraints suggested previously. This is however not to say that Option 2 is the best option in all 
cases involving the orangutan, or for the broader goal of ecological sustainability or biodiversity 
conservation. The findings here do not suggest that all intact forests should be logged and not be 
preserved as they are. Furthermore, it should be noted that this is a static model that does not 
account for subsequent logging rounds or for ecological considerations that are vital in making 
the type of allocative decision investigated here. It is intended to only provide a guide based on 
economic profitability in deciding between these two alternative logging regimes in relation to 
the conservation of a single species. Thus the findings here should be treated with caution and 
should not be applied out of context. But where heavy logging is a serious threat to the 
persistence of tropical forests and orangutans, the findings here could be taken as economic 
evidence that argues against the taking up of destructive heavy logging.   
8. Discussion and Conclusion 
This paper dealt with the complexities of managing a forested landscape under logging for 
conserving the orangutan, particularly in relation to the opportunity cost of light logging, a type 
of logging which appears to be compatible with maintaining orangutans in the forested 
landscape. This paper highlighted the economic and institutional context in which such a 
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problem is located, a matter not sufficiently appreciated in the SFM and RIL literature, which 
tends to focus on the opportunity cost (e.g., Pearce et al., 2002) or technical (e.g., Putz et al., 
2008) problems. It showed that the aspects of politics or power relations are significant in 
determining the management of a state’s forests and consequently the fate of this forests’ 
wildlife, e.g., orangutans. We saw that forestry is a declining sector in Sabah, where orangutans 
occur, and that a still dominant forestry department is attempting to use sustainable forest 
management to manage its large production forest estate that cover a vast portion of the land area 
of this state. The Deramakot project, as far as the published information and statistics on it go, 
seems to be successful in maintaining the affected forest’s orangutan population while also 
producing profits from the sale of its logs in recent years after experiencing losses in the initial 
years of this project. While the SFM practiced here does take account of the ecological needs of 
the wildlife living in the Deramakot Forest Reserve, the long-term trajectory of orangutan 
densities and population sizes is not yet certain. Conducting a population viability analysis 
(PVA) could shed some light on this matter.  
In spite of political complications (e.g., corruption), a strong bureaucracy (the Sabah Forestry 
Department) at the state level that seeks to preserve its relevance in the face of the decline of the 
forestry sector appears to have contributed to the adoption of SFM. In the case of Deramakot, 
SFM appears to be compatible with sustaining orangutan populations. This is even though the 
economics of SFM and RIL as practiced in Deramakot is not attractive in market terms 
compared to conventional logging. It is likely that private logging interests will not endure the 
risk of taking a loan to finance logging as done in Deramakot in the standard forest concessions 
as the returns might not justify the adoption of SFM on a large-scale by private loggers. This 
may be evident from within Sabah itself, where the extension of the Deramakot model has not 
been unequivocally successful in most of the state’s sustainable forest management units (Toh 
and Grace, 2006). Nonetheless, it cannot be denied that some progress has been made. A 
government-planned approach could in some cases be more conducive to facilitating SFM. 
However, this might have to be balanced against the inefficiencies of bureaucracy (Niskanen, 
1994) or the elite capture of the resource base through patronage politics. In decentralised 
Indonesian Borneo, where large timber concession areas containing substantial orangutan 
populations exist, a powerful central governance of the sort in Sabah no longer exists. A question 
worth studying at least as far as orangutan conservation is concerned is whether SFM could be 
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seriously considered and extended across the timber production forests in Indonesia given this 
different institutional structure.  
Finally, this paper had addressed the question often raised by conservationists regarding how 
forests should be partitioned for serving both economic and conservation needs. This was 
addressed from the economic angle. It was found here that the option of conserving the 
orangutan under mainly light logging is economically more attractive for a scenario involving 
Sabahan forests than the option of strictly protecting orangutan habitats and heavily logging 
forests that have no significant orangutan populations. Similar analyses are worth exploring in 
other locations where the orangutan exists, such as Indonesian Borneo or Sumatra, if suitable and 
up-to-date data could be obtained, which is likely to be a challenge. This light logging option is 
attractive because it is a rare example where a conservation-compatible land use can also 
generate employment, which is likely to be an advantage in relation to a purely PES-approach to 
reserving forests. The modelling performed here also assumes that forests are still worth logging. 
Where timbers have been removed and the potential for future prospects for the regeneration of 
commercial timber species is poor, industrial forest plantations may be established for continued 
wood production (Evans, 2009). Although this may be profitable, other social benefits such as 
biodiversity and orangutan conservation may be reduced. Thus earnings from non-market 
attributes such as carbon sequestration could supplement timber returns under light logging 
(Pearce et al., 2002), but markets for this are currently undeveloped. There is also the argument 
that sustainable logging on grounds of carbon sequestration would be used as an excuse for 
exploiting the remaining primary, intact or undisturbed forest landscapes (Rosoman et al., 2009). 
As the scale of demand for wood exceeds its dwindling supply in Malaysia and Indonesia, high 
levels of timber extraction, largely illegally, continue across much of Borneo (Curran et al., 
2004; Nellemann et al., 2007, p. 16). In attempting to conserve the orangutan under light logging 
regimes and sustain these forests for the long term, these issues cannot be neglected. 
  
35 
 
9. References 
Ancrenaz, M., Calaque, R. and Lackman-Ancrenaz, I. (2004) Orangutan nesting behavior in 
disturbed forest of Sabah, Malaysia: implications for nest census. International Journal of 
Primatology 25: 983-1000. 
Ancrenaz, M., Ambu, L., Sunjoto, I., Ahmad, E., Manokaran, K., Meijaard, E. and Lackman, I. 
(2010) Recent surveys in the forests of Ulu SegamaMalua, Sabah, Malaysia, show that 
orang-utans (P. p. morio) can be maintained in slightly logged forests. PLOS ONE 5: 
e11510. 
Ancrenaz, M., Gimenez, O., Ambu, L., Ancrenaz, K., Andau, P., Goossens, B., Payne, J., 
Sawang, A., Tuuga, A. and Lackman-Ancrenaz, I.(2005) Aerial surveys give new estimates 
for orangutans in Sabah, Malaysia. PLOS Biology 3: 0030-0037. 
Applegate, G., Putz, F.E. and Snook, L.K. (2004) Who Pays For and Who Benefits from 
Improved Timber Harvesting Practices in the Tropics? Lessons Learned and Information 
Gaps. Jakarta, Indonesia: Center for International Forestry Research (CIFOR). 
Ashton, P.S. (2008) Changing values of Malaysian forests: the challenge of biodiversity and its 
sustainable management. Journal of Tropical Forest Science 20: 282-291. 
Berry, N.J., Phillips, O.J., Lewis, S.L., Hill, J.K., Edwards, D.P., Tawatao, N.B., Ahmad, N., 
Magintan, D., Khen, C.V., Maryati, M., Ong, R.C. and Hamer, K.C. (2010) The high value 
of logged tropical forests: lessons from northern Borneo. Biodiversity and Conservation 19: 
985-997. 
Bhagwat, S.A. and Willis, K.J. (2009) Conservation in oil-palm landscapes.Conservation 
Biology 23: 245-246. 
Brown, N. and Press, M. (1992) Logging rainforests the natural way? New Scientist 133 (1812): 
25-29. 
Buij, R., Wich, S.A., Lubis, A.H. and Sterck, E.H.M. (2002) Seasonal movements in the 
Sumatran orangutan (Pongo pygmaeus abelii) and consequences for 
conservation.Biological Conservation 107: 83-87. 
Curran, L., Trigg, S.N., McDonald, A.K., Astiani, D., Hardiono, Y.M., Siregar, P., Caniago, I. 
and Kasischke, E. (2004) Lowland forest loss in protected areas of Indonesian Borneo. 
Science 303: 1000-1003. 
36 
 
Daily Express (2009a) RM8b tourism revenue goal. November 22. Available from:  
www.dailyexpress.com.my/news.cfm?NewsID=68992. Accessed 23 February 2010. 
Daily Express(2009b) Lower Sabah timber revenue last year. 
http://www.dailyexpress.com.my/news.cfm?NewsID=68791. Accessed 24 February 2010. 
Dauvergne, P. (1997) Shadows in the Forest: Japan and the Politics of Timber in Southeast Asia. 
Cambridge, Mass.: MIT Press. 
Evans, J. (2009) Planted Forests: Uses, Impacts and Sustainability. Oxfordshire, UK: CAB 
International. 
FAO (Food and Agriculture Organization of the United Nations) (2004) Reduced impact logging 
in tropical forests: literature synthesis, analysis and prototype statistical framework. Forest 
Harvesting and Engineering Working Paper no. 1. Rome: FAO. 
Fitzherbert, E.B., Struebig, M.J., Morel, A. Danielsen, F., Brühl, C.A., Donald, P.F. and Phalan, 
B. (2008) How will oil palm expansion affect biodiversity? Trends in Ecology & Evolution 
23: 538-545. 
FSC (Forest Stewardship Council) (undated) FSC certification. Available from: 
https://ic.fsc.org/certification.4.htm. Accessed 1 December 2013. 
García-Fernández, C., Ruiz-Pérez, M. and Wunder, S. (2008) Is multiple-use forest management 
widely implementable in the tropics? Forest Ecology and Management 256: 1468-1476. 
Gaveau, D.L.A., Kshatriya, M., Sheil, D., Sloan, S., Molidena, E., Wijaya, A., Wich, S., 
Ancrenaz, M., Hansen, M., Broich, M., Guariguata, M.R., Pacheco, P., Potapov, P., 
Turubanova, S. and Meijaard, E. (2013) Reconciling forest conservation and logging in 
Indonesian Borneo. PLOS ONE 8: e69887. 
Habu, A. (2013) Timber royalty drops amid continued logging. Free Malaysia Today, October 
12. Available from: 
http://www.freemalaysiatoday.com/category/nation/2013/10/12/timber-royalty-drops-amid-
continued-logging-in-sabah/. Accessed 10 January 2014. 
Hardus, M.E., Lameira, A.R., Menken, S.B.J. and Wich, S.A. (2012) Effects of logging on 
orangutan behavior.Biological Conservation 146: 177-187. 
Henson, I.E. (2005)An assessment of changes in biomass carbon stocks in tree crops and forests 
in Malaysia. Journal of Tropical Forest Science 17: 279-296. 
37 
 
Husson, S.J., Wich, S.A., Marshall, A.J., Dennis, R.D., Ancrenaz, M., Brassey, R., Gumal, M., 
Hearn, A.J., Meijaard, E., Simorangkir, T. and Singleton, I. (2009) Orangutan distribution, 
density, abundance and impacts of disturbance. Pp. 77-96 S.A. Wich, S.S.U. Atmoko, T.M. 
Setia and C.P. van Schaik (eds.). Orangutans: Geographic Variation in Behavioral 
Ecology and Conservation. Oxford: Oxford University Press. 
IDS (Institute for Development Studies (Sabah)) (undated) Sabah: Exports of palm oil by month, 
2003-2009. Available from: 
http://www.ids.org.my/current/indicators/lateststats/externaltrade/palmoil.htm. Accessed 23 
February 2010. 
Imai, N., Samejima, H., Langner, A., Ong, R.C., Kita, S., Titin, J., Chung, A.Y.C., Lagan, P., 
Lee, Y.F. and Kitayama, K. (2009) Co-benefits of sustainable forest management in 
biodiversity conservation and carbon sequestration. PLOS ONE 4: e8267. 
Insight Sabah (2010) A rich alternative to forest revenue. January 25. Available from: 
http://insightsabah.gov.my/article/read/176. Accessed 23 February 2010. 
ITTO (International Tropical Timber Organization) (2006) Market trends.ITTO Tropical Forest 
Update 16(4): 20-21. 
JATAN (Japan Tropical Forest Action Network) (undated) Japan’s tropical timber imports — an 
overview. Available from: http://www.jca.apc.org/jatan/eng/tropicaltimber.html. Accessed 
23 February 2010. 
JOANGOHutan (2006) Forest Governance in Malaysia: An NGO Perspective. Moreton in 
Marsh, UK; Brussels, Belgium: FERN. Available from: 
http://www.robinwood.de/german/trowa/fg/Forest%20governance%20in%20Malaysia.pdf. 
Accessed 18 February 2010. 
John, D.W. (1974) The timber industry and forest administration in Sabah under Chartered 
Company rule. Journal of Southeast Asian Studies 5: 55-81. 
Kant, S. (2007) Economic perspectives and analyses of multiple forest values and SFM. Forest 
Policy and Economics 9: 733-740. 
Knop, E., Ward, P.I. and Wich, S.A. (2004) A comparison of orang-utan density in a logged and 
unlogged forest on Sumatra. Biological Conservation 120: 183-188. 
Kollert, W. and Lagan, P. (2007) Do certified tropical logs fetch a market premium? A 
comparative price analysis from Sabah, Malaysia. Forest Policy and Economics 9: 862-868. 
38 
 
Lagan, P., Mannan, S. and Matsubayashi, H. (2007) Sustainable use of tropical forests by 
reduced-impact logging in Deramakot Forest Reserve, Sabah, Malaysia.Ecological 
Research 22: 414-421. 
Lee, J.S.H., Abood, S., Ghazoul, J., Barus, B., Obidzinski, K., Koh, L.P. (2014) Environmental 
impacts of large-scale oil palm enterprises exceed that of smallholdings in Indonesia. 
Conservation  Letters 7: 25-33. 
Mannan, S. and Awang, Y. (1997) Sustainable forest management in Sabah. Seminar paper 
presented at Seminar on Sustainable Forest Management, Kota Kinabalu, Sabah, Malaysia, 
22 November 1997. 
Mannan, S., Awang, Y., Radin, A., Abi, A., Suparlan, S. and Lagan, P. (2003) Conservation of 
the orangutan and forest management units: the Deramakot model. Paper presented at the 
Workshop on Orangutan Conservation, Kota Kinabalu, Sabah, 25-27 August 2003. 
Mannan, S., Kitayama, K., Lee, Y.F., Chung, A., Radin, A. and Lagan, P. (2008) RIL for 
biodiversity and carbon conservation: Deramakot forest shows positive conservation 
impacts of reduced impact logging. ITTO Tropical Forest Update 18: 7-9. 
Marshall, A.J., Nardiyono, Engström, L.M., Pamungkas, B., Palapa, J., Meijaard, E. and Stanley, 
S.A. (2006) The blowgun is mightier than the chainsaw in determining population density 
of Bornean orangutans (Pongo pygmaeus morio) in the forests of East Kalimantan. 
Biological Conservation 129: 566-578. 
Mathey, A.H., Nelson, H. and Gaston, C. (2009) The economics of timber supply: does it pay to 
reduce harvest levels? Forest Policy and Economics 491-497. 
McMorrow, J. and Talip, M.A. (2001) Decline of forest area in Sabah, Malaysia: relationship to 
state policies, land code and land capability. Global Environmental Change 11: 217-230. 
Meijaard, E. and Sheil, D. (2007) A logged forest in Borneo is better than none at all. Nature 
446: 974. 
Meijaard, E. and Sheil, D. (2008) The persistence and conservation of Borneo’s mammals in 
lowland rain forests managed for timber: observations, overviews and opportunities. 
Ecological Research 23: 21-34. 
Meijaard, E., Sheil, D., Nasi, R., Augeri, D., Rosenbaum, B., Iskandar, D., Setyawati, T., 
Lammertink, M., Rachmatika, I., Wong, A., Soehartono, T., Stanley, S. and O’Brien, T. 
39 
 
(2005) Life After Logging: Reconciling Wildlife Conservation and Production Forestry in 
Indonesian Borneo. Bogor, Indonesia: CIFOR. 
Meijaard, E., Sheil, D., Nasi, R. and Stanley, S.A. (2006) Wildlife conservation in Bornean 
timber concessions. Ecology and Society 11: article 47. 
Meijaard, E., Wich, S., Ancrenaz, M. and Marshall, A.J. (2012) Not by science alone: why 
orangutan conservationists must think outside the box. Annals of the New York Academy of 
Sciences 1249: 29-44. 
MTC (Malaysian Timber Council) (undated, a) Statistics. Available from: 
http://www.mtc.com.my/info/index.php?option=com_content&view=section&id=5&Itemi
d=2. Accessed 23 February 2010. 
MTC (undated, b) Malaysia: production of logs (‘000 cubic metres) (1980 to 1999). Available 
from: 
http://www.mtc.com.my/info/index.php?option=com_content&view=article&id=297:mala
ysia--production-of-logs-000-cubic-metres&catid=40:2000-statistics-on-timber-
industries&Itemid=66. Accessed 23 February 2010. 
Nellemann, C., Miles, L., Kaltenborn, B.P., Virtue, M. and Ahlenius, H. (eds.) (2007) The Last 
Stand of the Orangutan — State of Emergency: Illegal Logging, Fire and Palm Oil in 
Indonesia’s National Parks. Norway: United Nations Environmental Programme/GRID-
Arendal. 
Niskanen, W. (1994) Bureaucracy and Public Economics. Cheltenham, UK: Edward Elgar. 
Ong, R., Langner, A., Imai, N. and Kitayama, K. (2013) Management history of the study sites: 
the Deramakot and Tangkulap forest reserves. Pp. 1-21 in K. Kitayama (ed.). Co-Benefits 
of Sustainable Forestry: Ecological Studies of a Certified Bornean Rain Forest. Tokyo; 
New York: Springer. 
Payne, J. and Prudente, C. (2008) Orang-utans: Behaviour, Ecology and Conservation. London: 
New Holland Publishers. 
Pearce, D. (2007) Do we really care about biodiversity? Environmental and Resource Economics 
37: 313-333. 
Pearce, D., Putz, F.E. and Vanclay, J.K. (2002) Is sustainable forestry economically possible? 
Pp. 447-500 in D. Pearce, C. Pearce and C. Palmer (eds.). 2002. Valuing the Environment 
in Developing Countries: Case Studies. Cheltenham, UK: Edward Elgar.  
40 
 
Price, C. (2007) Sustainable forest management, pecuniary externalities and invisible 
stakeholders.Forest Policy and Economics 9: 751-762. 
Putz, F.E., Sist, P., Fredericksen, T. and Dykstra, D. (2008) Reduced-impact logging: challenges 
and opportunities. Forest Ecology and Management 256: 1427-1433. 
Radin, A.M., Abd Sani, S., Chak, C.V., Suparlan, S. and Lagan, P. (2008) The Sabah Forestry 
Department experience from Deramakot Forest Reserve: best management practices 
through forest certification. Paper presented at the 15th Malaysian Forestry Conference, 
Kuching, Sarawak, 20-24 October 2008.  
Rosoman, G., Cotter, J. and Marahrens, M. (2009) Why logging will not save the climate: the 
fallacy of GHG emissions reductions from so-called ‘sustainable forest management’ 
(SFM) or reduced impact logging (RIL) of natural forests. Greenpeace Research 
Laboratories Technical Note 07/2009. Available from: 
http://www.greenpeace.org/raw/content%20/international/press/reports/why-logging-will-
not-save-the.pdf. Accessed 12 March 2010. 
Ross, M.L. (2001) Timber Booms and Institutional Breakdown in Southeast Asia. Cambridge, 
UK; New York: Cambridge University Press. 
Sabah State Government (undated, a) Ucapan bajet tahun 2003 [State budget speech for the year 
2003] oleh Y.B. Datuk Musa Haji Aman, Menteri Kewangan, di persidangan Dewan 
Undangan Negeri pada 24 Oktober 2002. Available from: 
http://www.sabah.gov.my/events/2003budget/bajet.htm?"". Accessed 24 February 2010. 
Sabah State Government (undated, b) The 2010 budget speech by the right honourable Datuk 
Seri Panglima Musa Haji Aman, Chief Minister and Minister of Finance, at the State 
Legislative Assembly on 13 November 2009. Available from: 
http://www.sabah.gov.my/info/budget/2010StateBudgetSpeech.pdf. Accessed 24 February 
2010. 
Samejima, H., Lagan, P. and Kitayama, K. (2013) Impact of two different forest management 
practices on the abundance of mammals. Pp. 89-111 in K. Kitayama (ed.). Co-Benefits of 
Sustainable Forestry: Ecological Studies of a Certified Bornean Rain Forest. Tokyo; New 
York: Springer. 
Sands, R. (2005) Forestry in a Global Context. Oxfordshire, UK: CABI Publishing. 
41 
 
Sario, R. (2002) No timber left in Sabah forests. The Star, January 4. Available from: 
http://www.borneoproject.org/article.php?id=490. Accessed 24 February 2010. 
Schanz, H. (2004) SFM: overview. Pp. 1345-1350 in J. Burley, J. Evans and J. Youngquist 
(eds.). Encyclopedia of Forest Science. Oxford: Elsevier. 
SEARRP (South East Asia Rainforest Research Programme) (undated) Yayasan Sabah Forest 
Management Area. Available from: http://www.searrp.org/danum_ys_forest.cfm. Accessed 
14 February 2010. 
SFD (Sabah Forestry Department) (undated, a). Forest reserves. Available from: 
http://www.forest.sabah.gov.my/resources/reserves.asp. Accessed 23 February 2010. 
SFD (undated, b) Forest plantations in Sabah. Available from: 
http://www.forest.sabah.gov.my/sustainable/plantation.asp. Accessed 2 March 2010. 
SFD (undated, c) Publications. Available from: 
http://www.forest.sabah.gov.my/download/downloadpublications.asp. Accessed 24 
February 2010. 
SFD(1998) RIL Operation Guide Book, Specifically For Tracked Skidder Use. Unpublished 
Report #59. Available from: http://www.deramakot.sabah.gov.my/english/publication.htm. 
Accessed 1 March 2010. 
SFD(2005) Forest Management Plan 2: 1st January 2005 – 31 December 2014: Deramakot 
Forest Reserve Forest Management Unit No. 19. Available from: 
http://www.deramakot.sabah.gov.my/PDF/DFR_FMP2.pdf. Accessed 8 January 2013. 
Sist, P., Fimbel, R., Sheil, D., Nasi, R. and Chevallier, M.H. (2003a) Towards sustainable 
management of mixed dipterocarp forests of Southeast Asia: moving beyond minimum 
diameter cutting limits. Environmental Conservation 30: 364-374. 
Sist, P., Sheil, D., Kartawinata, K. and Priyadi, H. (2003b) Reduced-impact logging in 
Indonesian Borneo: some results confirming the need for new silvicultural prescriptions. 
Forest Ecology and Management 179: 415-427. 
Sist, P. and Brown, N. (2004) Silvicultural intensification for tropical forest conservation: a 
response to Fredericksen and Putz. Biodiversity and Conservation 13: 2381-2385. 
SWD (Sabah Wildlife Department) (2003) Second faunal survey of Sabah.Unpublished report. 
Kota Kinabalu, Sabah: Sabah Wildlife Department. 
42 
 
Tacconi, L. (ed.). (2007) Illegal Logging: Law Enforcement, Livelihoods and the Timber Trade. 
London: Earthscan. 
Tachibana, S. (2000a) Impacts of log export restrictions in Southeast Asia on the Japanese 
plywood market: an econometric analysis. Journal of Forest Research 5: 51-57. 
Tachibana, S. (2000b) Forest related industries and timber exports of Malaysia: policy and 
structure. Pp. 60-79 in M. Inoue and H. Isozaki (eds.). Proceedings of the 3rd IGES 
International Workshop on Forest Conservation Strategies for the Asia and Pacific 
Region. Available from: http://pub.iges.or.jp/modules/envirolib/view.php?docid=1503. 
Accessed 20 August 2010. 
Takyu, M., Matsubayashi, H., Wakamatsu, N., Nakazono, E.,  Lagan, P. and Kitayama, K. 
(2013) Guidelines for establishing conservation areas in sustainable forest management: 
developing models to understand habitat suitability for orangutans. Pp. 113-128 in K. 
Kitayama (ed.). Co-Benefits of Sustainable Forestry: Ecological Studies of a Certified 
Bornean Rain Forest. Tokyo; New York: Springer. 
Tay, J. and Chong, K.Y. (2005) Deramakot Forest Reserve: the future is now. In P.B. Durst, C. 
Brown, H.D. Tacio and M. Ishikawa (eds.). In Search of Excellence: Exemplary Forest 
Management in Asia and the Pacific. Rome: FAO. Available from: 
http://www.fao.org/docrep/007/ae542e/ae542e00.HTM. Accessed 24 February 2010. 
Tay, J., Healey, J. and Price, C. (2002) Financial assessment of reduced impact logging 
techniques in Sabah, Malaysia. Pp. 125-140 in T. Enters, P.B. Durst, G.B. Applegate, 
P.C.S. Kho and G. Man (eds.). Applying Reduced Impact Logging to Achieve Sustainable 
Forest Management. Bangkok: FAO. 
Tisdell, C. (2012) Conserving forest wildlife and other ecosystem services: opportunity costs and 
the valuation of alternative logging regimes. Economics, Ecology and the Environment, 
Working Paper no. 182. Brisbane: School of Economics, The University of Queensland. 
Toh, S.M. and Grace, K.T. (2006) Case study: Sabah forest ownership. Pp. 253-279 in FAO 
(Food and Agriculture Organization of the United Nations).Understanding forest tenure in 
South and Southeast Asia.Forestry Policy and Institution Working Paper 14. Rome: FAO. 
Available from: http://www.fao.org/docrep/009/j8167e/j8167e00.htm. Accessed 10 August 
2009. 
43 
 
van den Eelaart, A. (undated) Swamp development in Indonesia: problems. A website in support 
of ISDP (Integrated Swamp Development Project), IBRD Loan 3755-IND. Available from: 
http://www.eelaart.com/problems.htm. Accessed 12 March 2010. 
van Gardingen, P.R., McLeish, M.J., Phillips, P.D., Fadilah, D., Tyrie, G. and Yasmin, I. (2003) 
Financial and ecological analysis of management options for logged-over Dipterocarp 
forests in Indonesian Borneo. Forest Ecology and Management 183: 1-29. 
Vincent, J.R. and Mohamed Ali, R. (2005) Managing Natural Wealth: Environment and 
Development in Malaysia. Washington, DC: RFF Press. 
Wich, S.A., Gaveau, D., Abram, N., Ancrenaz, M., Baccini, A., Brend, S., Curran, L., Delgado, 
R.A., Erman, A., Fredriksson, G.M., Goossens, B., Husson, S.J., Lackman, I., Marshall, 
A.J., Naomi, A., Molidena, E., Nardiyono, Nurcahyo, A., Odom, K., Panda, A., Purnomo, 
Rafiastanto, A., Ratnasari, D., Santana, A.H., Sapari, I., van Schaik, .P., Sihite, J., Spehar, 
S., Santoso, E., Suyoko, A., Tiju, A., Usher, G., Atmoko, S.S.U., Willems, E.P., and 
Meijaard, E. (2012) Understanding the impacts of land-use policies on a threatened species: 
is there a future for the Bornean orang-utan? PLOS ONE 7: e49142. 
 
 
 
 
 
 
44 
 
Appendix: Opportunity cost modelling for sustaining orangutans under two logging regimes: Results of sensitivity analyses 
 
 
Base case 
 
K Desired OU population size = 845 individuals   
 
λP Density on protected land = 2 OU per sq km   
 
λL 
Density on lightly logged 
land = 1.5 OU per sq km   
 
ПH Profit from heavy logging = 1121800 Ringgits per sq km 
 
ПL Profit from light logging = 447000 Ringgits per sq km 
 
  
     
  
 
Change in returns (Option 2 - Option 1) = 188857500 - 95034333.33 
 
      = 93,823,167 Ringgits   
        
 
A. Sensitivity analysis by altering OU density 
   
 
1. Protected land OU density for change in returns to be zero (indifference scenario)   
 
K Desired OU population size = 845 individuals   
 
λP Density on protected land = 2.49 OU per sq km   
 
λL 
Density on lightly logged 
land = 1.5 OU per sq km   
 
ПH Profit from heavy logging = 1121800 Ringgits per sq km 
 
ПL Profit from light logging = 447000 Ringgits per sq km 
 
  
     
  
 
Change in returns (Option 2 - Option 1) = 151472087.7 - 151472087.7 
 
      = 0 Ringgits   
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2. Lightly logged land OU density for change in returns to be zero (indifference scenario)   
 
K Desired OU population size = 845 individuals   
 
λP Density on protected land = 2 OU per sq km   
 
λL 
Density on lightly logged 
land = 1.20 OU per sq km   
 
ПH Profit from heavy logging = 1121800 Ringgits per sq km 
 
ПL Profit from light logging = 447000 Ringgits per sq km 
 
  
     
  
 
Change in returns (Option 2 - Option 1) = 188857500 - 188857500 
 
      = 0 Ringgits   
        
 
B. Sensitivity analysis by altering profit 
    
 
1. Heavy logging profit for change in returns to be zero (indifference scenario)   
 
K Desired OU population size = 845 individuals   
 
λP Density on protected land = 2 OU per sq km   
 
λL 
Density on lightly logged 
land = 1.5 OU per sq km   
 
ПH Profit from heavy logging = 1788000 Ringgits per sq km 
 
ПL Profit from light logging = 447000 Ringgits per sq km 
 
  
     
  
 
Change in returns (Option 2 - Option 1) = 188857500 - 188857500 
 
      = 0 Ringgits   
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2. Light logging profit for change in returns to be zero (indifference scenario)   
 
K Desired OU population size = 845 individuals   
 
λP Density on protected land = 2 OU per sq km   
 
λL 
Density on lightly logged 
land = 1.5 OU per sq km   
 
ПH Profit from heavy logging = 1121800 Ringgits per sq km 
 
ПL Profit from light logging = 280450 Ringgits per sq km 
 
  
     
  
 
Change in returns (Option 2 - Option 1) = 118490125 - 118490125 
 
      = 0 Ringgits   
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